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Franklin's newest and largest unit now under construction in 
Dallas, Texas. Scheduled for fall opening, this granite and stone 
five-story and basement building will be the most complete and 
imposing specialty shop in the great Southwest. 







































TO OUR STOCKHOLDERS 


There is submitted herewith a report 
of the results of the operations of your 
Company and its subsidiaries for the fis¬ 
cal year ended June 30, 1946. Consoli¬ 
dated statements of profit and loss and 
surplus, and a consolidated balance 
sheet at the close of the year, certified 
by the Company’s public accountants, 
are included as part of this report. 

FINANCIAL 

Net income for the fiscal year ended 
June 30, 1946, after providing for de¬ 
preciation and amortization, Federal in¬ 
come and excess profits taxes, and after 
an additional provision of $50,000 for 
contingencies, amounted to $1,479,667, 
which compares with $1,020,690 for 
the previous fiscal year. 

The net income was equivalent to 
$2.06 per share on the presently out¬ 
standing common stock. This compares 
with earnings of $1.46 per share for the 
previous year ended June 30, 1945. 

Sales for the fiscal year ended June 
30, 1946 advanced to a new high level 
of $23,471,917, a gain of $1,325,080, 
or 6.0% over the previous year. 

Working capital of the Company at 
June 30, 1946 of $4,196,090 compares 
with $3,710,150 at the close of the pre¬ 
vious fiscal year ended June 30, 1945, 
an increase of $485,940. The working 
capital of the Company was further 


strengthened in July 1946, with the con¬ 
summation of a $2,000,000 long term 
bank loan, details of which are outlined 
in a latter part of this report. Thus 
bolstered, your Company’s working cap¬ 
ital position at the writing of this re¬ 
port currently approximates $6,000,000. 

During the past year your Company 
declared and paid dividends of 75£ per 
share to common stockholders, as com¬ 
pared to 25< per share paid during the 
previous fiscal year. Consistent with the 
company’s policy of expansion and im¬ 
provement of existing units, your Board 
of Directors continues to follow a con¬ 
servative dividend policy, enabling the 
use of retained earnings for progressive 
growth objectives. While pursuing this 
policy, in virtually every year since the 
inauguration of dividends in 1937, the 
aggregate of payments to stockholders 
has increased steadily. This is further 
evidenced by action taken on July 8, 


1946, when your Board of Directors 
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TO OUR STOCKHOLDERS 


voted a dividend of 25^ per share be¬ 
ginning with quarterly dividend paid 
July 22, 1946, equivalent to an annual 
dividend rate of $1.00 per share. 


EXPANSION AND ACQUISITIONS 

In our report of last year, there was 
outlined the Company’s post-war expan¬ 
sion program, calling for the enlarge¬ 
ment and modernization of existing 
Franklin units, the construction of a new 
five-story and basement unit in Dallas, 
Texas, and the consummation of leases 
for new retail outlets whenever oppor¬ 
tunities and sound operating possibili¬ 
ties favored them. 

This expansion and modernization 
has proceeded satisfactorily. Both the 
newly constructed units and those being 
remodeled are in prime locations, and 
are in every respect the most representa¬ 
tive of their kind. 


During the past year, additional leases 
were negotiated for new units in exist¬ 
ing locations and in new communities. 
At the writing of this report, leaseholds 
have been concluded on 36 properties in 
selected southern and southwestern 
communities. Renovations are under 



way in several of these newly leased 
locations, with others scheduled for 
modernization in 1947 and 1948. It is 
anticipated that when these units are 
operating they will further substantially 
augment our sales volume. 

The aggregate number of stores in 
operation increased to 78 by June 30, 
1946, as against 52 at the close of the 
previous fiscal year. Your Company has 
since opened for business unit number 
79 in Brownsville, Texas. With the near 
future opening of units now under con¬ 
struction and those under lease, the 
number of stores to be operated by your 
Company will be increased to 115, 
nearly treble the pre-war total of 36. 

Construction on the new five-story 
and basement building in Dallas, Texas 
—to be known as the Mayfair Store—is 
proceeding rapidly, and Mayfair is ex¬ 
pected to open in the fall with a com¬ 
plete range of better grade feminine 
apparel, sportswear, shoes, lingerie and 
accessories. It is expected that when in 
operation, this unit will contribute an 
additional $4,000,000 in sales volume. 

Your Company’s years of successful 
operation have resulted in a substantial 
working capital, sufficient to provide 
for broad physical improvement and ex¬ 
pansion, and to meet any emergency. 
With a view to providing funds for the 
consistent expansion of business, for the 
enlargement and modernization of ex¬ 
isting stores, and for the remodeling and 
equipping of stores in new locations, 
your Board of Directors approved a 
bank loan of $2,000,000, maturing 
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TO OUR STOCKHOLDERS 


July 11, 1954, bearing interest at ffie 
rate of 2%% per annum. This loan was 
effected July 11, 1946 and is to be re¬ 
paid in semi-annual installments of 
$100,000 each over an eight-year period, 
with a provision for prepayment. 

OPERATIONS 

From an operating viewpoint, the 
year was a trying one for retail store 
operators. The difficulty of securing de¬ 
sirable merchandise, the continued 
shortage of personnel, the limitations 
and complications of Government 
control, were a few of the problems 
that had to be met by your Company’s 
management. 

The year’s results indicate that they 
were well met. We have enjoyed a sales 
volume in excess of what was to be an¬ 
ticipated in the face of these difficult 
conditions, although the profits derived 
from this volume are not a true reflec¬ 
tion of future gains, for we have oper¬ 
ated under increased costs of material 
and higher labor and operating ex¬ 
penses. These increases could not be 
absorbed against frozen retail prices, but 
it is our conviction that under new regu¬ 
lations of the Office of Price Adminis¬ 
tration and with the repeal of the Ex¬ 
cess Profits tax, future relief will permit 
the absorption of a part of these in¬ 
creased costs. 

That a sound financial position has 
been maintained in the face of these 
difficulties is reflected in your Com¬ 
pany’s consolidated surplus of $4,827,- 
694 on June 30, 1946, compared with 


$3,747,644 at June 30,1945, an increase 
of $1,180,050. 

PERSONNEL 

Two new members of the Board — 
Mr. J. Mallory Stephens and Mr. Jack 
Leinwand — were elected at the July 
meeting to fill vacancies created by pre¬ 
vious resignations. Mr. Stephens is 
Chairman of the New York State As 
sembly Ways and Means Committee, 
where he has served continuously since 
1925. Mr. Leinwand has been associ¬ 
ated with the buying and merchandising 
department of your Company since 
1929. For the past several years he has 
been active as merchandise manager of 
the coat and suit department and as 
manager in charge of planning and de¬ 
signing new stores. 

The Company takes this opportunity 
to express appreciation for the splendid 
cooperation and loyalty of its employees. 

Respectfully submitted, 



,»— 

President 



1942 1943 1944 1945 1946 
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FRANKLIN STORES 

ASSETS 


CORPORATIi 

(CONSO, 


Current Assets: 1 

Cash on Hand and in Banks... $1,393,393.04 j 

United States Government Securities. 522,612.20 

Post War Refund of Excess Profits 

Taxes _ 31,927.85 

Notes Receivable—Due within one year 10,000.00 

Will Call Accounts Receivable. 518,674.82 

Other Accounts Receivable: 

Customers Charge Accounts.$ 10,469.40 

Sundry Other Receivables. 347,885.46 

$ 358,354.86 

Less: Reserve for Doubtful Accounts 7,000.00 351,354.86 


Merchandise Inventories—at the Lower 

of Cost or Market... .. - ... 3,147,514.59 

Merchandise in Transit- - - .. - 20,389.26 


Total Current Assets.- $5,995,866.62 

Fixed Assets: 

Land and Buildings—at Cost...$ 773,386.90 

Less: Reserve for Depreciation. 82,705.78 $ 690,681.12 

Leasehold Improvements, Furniture, 

Fixtures and Equipment, etc.$1,742,865.68 

Less: Reserve for Depreciation. 646,426.66 1,096,439.02 1,787,120.14 


Other Assets: 

Notes Receivable .$ 50,000.00 

Less: Current Installments Shown 
Above__-__.___ 10,000.00 $ 40,000.00 

Deposits with Landlords and Public 

Utilities __-__ 5,006.94 45,006.94 


Deferred Charges: 

Unexpired Insurance —.---- 

Prepaid Rent and Other Expenses.-. 

Excess in Consolidation — Excess of cost 
of investments in subsidiaries over 
the book value of their net assets, at 

date of acquisition-... 

Less: Reserve for Amortization. 


$ 22,523.18 

89,890.07 112,413.25 


$ 189,781.60 

19,160.57 170,621.03 

$8,111,027.98 


See Notes to Financial Statements which are an integral part hereof. 
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\ of? feune 30, 3946 


Ml AND SUBSIDIARY COMPANIES 

IDATED) 


LIABILITIES 


Current Liabilities: 


Accounts Payable—Merchandise. 


$ 998,954.34 

Accounts Payable—Expenses. 


146,674.98 

Federal Income and Excess Profits 

Taxes Payable .$1,671,236.40 


Less: United States Treasury Tax 
Notes. 

1,542,200.00 

129,036.40 

Accrued Liabilities: 

Wages, Salaries and Commissions $ 

99,660.77 


Taxes Other than Federal Taxes on 
Income. 

128,421.05 


Rents and Other Items. 

219,002.99 

447,084.81 

Other Current Liabilities: 

Due to Department Lessees. 

38,134.43 


Deposits and Refunds due Customers 

27,911.13 


Mortgage Installments due within 
one year . 

11,980.59 

78,026.15 


Total Current Liabilities. 


Long Term Debt: 

Mortgages Payable—Real Estate. 

Less: Current Installments Shown 
Above...... 


Reserves: 

Reserve for Unrealized Profits on Will 
Call Balances --~-- 

Reserve for Contingencies----- 

Capital Stock and Surplus: 

Common Stock—Par Value $1.00 per share: 
Authorized 1,000,000 shares 

Issued 718,479 shares- 

Capital Surplus___ 


$ 429,962.13 
11,980.59 


$ 197,096.42 
150,000.00 


$1,799,776.68 


417,981.54 


347,096.42 


Earned Surplus -...- 


$ 718,479.00 
1,009,338.64 
3,818,355.70 


5,546,173.34 


$8,111,027.98 


See Notes to Financial Statements which are integral part hereof. 
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FRANKLIN STORES CORPORATION 

AND SUBSIDIARY COMPANIES 

(CONSOLIDATED) 

i 

Fiscal Years Ended June 30, 1946 and 1945 


SPla/ement of? and 


1946 


194 5 


Net Sales___$23,471,917.86 $22,146,837.53 


Cost of Merchandise Sold, and Selling and General 

and Administrative Expenses.~...— 20,705,343.70 


18,582,322.71 


Net Operating Profit. ............ $ 2,766,574.16 $ 3,564,514.82 

Add: Other Income.-.134,441.35 99,457.94 

Net Income before Federal Taxes and Reserves. 2,901,015.51 3,663,972.76 

Federal Income and Excess Profits Taxes.~.- 1,364,048.29 2,635,982.51 

Net Income after Federal Taxes..... $ 1,536,967.22 $ 1,027,990.25 


Reserve for Amortization of Excess Cost of Investment 
in Subsidiaries--~-—.—.-.-. ~$ 


Reserve for Contingencies.. 


7,299.24 
50,000.00 


7,299.26 


Total Reserves. 

.$ 

57,299.24 

$ 

7,299.26 

Net Income. 

.$ 

1,479,667.98 

$ 

1,020,690.99 


See Notes to Financial Statements which are an integral part hereof. 


10 





































FtiMLII STOKES CIIIIPIIMTIUN 

AND SUBSIDIARY COMPANIES 

(CONSOLIDATED) 

i 

Fiscal Year Ended June 30, 1946 


SPtafeni&nt of SPu/ifi/ub 


i 

EARNED SURPLUS 

Balance—July 1, 1945---...-..-.$2,867,659.17 

Add: Net Income for Fiscal Year Ending June 30, 1946-.~.-. 1,479,667.98 

Total _$4,347,327.15 

Deduct: Cash Dividends Paid. 528,971.45 

Balance—June 30, 1946.$3,818,355.70 


i 

CAPITAL SURPLUS 


Balance—July 1, 1945.J 879,985.64 

Add: Excess over par value received on sale of 18,479 shares of Common 
Stock, Par Value $1.00 per share, through the exercise of 18,479 
Warrants entitling holders thereof to subscribe at $8.00 per share. 129,353.00 

Balance—June 30, 1946...-.....$1,009,338.64 
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FRANKLIN STORES CORPORATION 

and 


SUBSIDIARY COMPANIES 

(CONSOLIDATED) 


/ 

NOTES TO FINANCIAL STATEMENTS 
Fiscal Year Ended June 30, 1946 

i 


1. An additional reserve for contin¬ 
gencies of $50,000.00 was set aside out 
of the net profits for the fiscal year end¬ 
ing June 30, 1946. This amount plus 
the $100,000.00 formerly set aside 
makes a total reserve for contingencies 
carried on the books amounting to 
$150,000.00 which is shown on the Bal¬ 
ance Sheet as at June 30, 1946 under 
the caption of "Reserves." 

2. The Federal Income and Excess 
Profits Tax returns of the company have 
been examined by the United States 
Treasury Department up to and includ¬ 
ing the returns for the fiscal year end¬ 
ing June 30, 1943. Additional taxes 
claimed by the Treasury Department as 
a result of such examinations have been 
paid. The Federal Income and Excess 
Profits Tax returns for the fiscal years 
ending June 30, 1944, 1945, and 1946, 
are subject to final determination by the 
Treasury Department. 

3. Of the 1,000,000 shares of Au¬ 
thorized Common Stock par value $1.00 
per share, there is reserved 81,521 


shares for issuance through the exercise 
of 81,521 Warrants outstanding as at 
June 30, 1946. 

4. On July 11, 1946, the company 
made a long term loan of $2,000,000.00 
from its banks, maturing in 1954, with 
interest at 2% per cent and semi-annual 
installments of $100,000.00 each with a 
final installment of $500,000.00. 

5. The company has filed an applica¬ 
tion for relief under Section 722 of the 
Internal Revenue Code with respect to 
its excess profits taxes covering the pe¬ 
riod from July 1, 1940 to June 30, 1944. 
Since these claims have not yet been 
passed upon by the Treasury Depart¬ 
ment, no consideration has been given 
to such possible refunds in the financial 
statements submitted herewith. 

6. The company is contingently lia¬ 
ble under four leases, one expiring in 
1949, one in 1950, and two in 1951, 
sublet to others at the same rentals pro¬ 
vided in such leases. The aggregate 
annual rental of the four leases is 
$ 13 , 320 . 00 . 
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<jtfccc€Mt/ant \ Otefickt 


To the Board of Directors, 

Franklin Stores Corporation : 

We have examined the consolidated balance sheet of Franklin 
Stores Corporation and its subsidiary companies as of June 30, 1946, 
and the statements of consolidated profit and loss and surplus for the 
year then ended; have reviewed the system of internal control and 
the accounting procedures of the companies and, without making a 
detailed audit of the transactions, have examined or tested their 
accounting records and other supporting evidence by methods and to 
the extent we deemed appropriate. Our examination was made in 
accordance with generally accepted auditing standards applicable in 
the circumstances and included all procedures which we considered 
necessary. 

In our opinion, the accompanying consolidated balance sheet and 
related statements of consolidated profit and loss and surplus, present 
fairly the consolidated position of Franklin Stores Corporation and 
its subsidiary companies at June 30, 1946, and the results of their 
operations for the year then ended, in conformity with generally 
accepted accounting principles applied on a basis consistent with that 
of the preceding year. 

I. J. SKOLNICK & CO. 

Certified Public Accountants 
551 Fifth Avenue, New York 

August 30, 1946 
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EL PASO UNIT EXPANDS 

Franklin's newly modernized store in El Paso, Texas, is the 
largest women's and children's specialty shop in the entire 
Southwest. This unit now has 17 different departments in 
contrast to the five it had when opened in 1933. The 
expansion has added three full selling floors and one for 
offices and storerooms. 
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This Report to Stockholders, with accompanying accounts, is solely for the purpose 
of providing statistical information. It is not a representation, prospectus or circular 
in respect of any stock or security of any corporation, and is not transmitted in con¬ 
nection with any sale or offer to sell or buy any stock or security now or hereafter to 
be issued, or with any preliminary negotiation for such sale. 
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